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Investing in a Post-Covid World 
 

Covid-19 caused mayhem throughout 2020 and continues to do so, and 
its impact on our lives will be felt for years to come. 
 
It’s changed how we manage our day to day lives, with investing being 
no exception. As we’ve stayed safe at home we’ve had to change our 
routines, doing an increasing amount of ordering online, which has 
impacted our economy and as a result, our investments. 
 
Covid-19 turned a lot of financial portfolios upside-down and has really 
shown the importance of holding a fully diversified investment portfolio 
with exposure in all sectors of the market.  
 
Government and central bank support appears to have carried 
economies through the worst of the Covid-19 crisis, and the Covid 
vaccine gives hope that an end may now be in sight. 
 
The astonishing debt burden for companies and governments coming 
out of the pandemic is likely to result in a prolonged period of low interest 
rates and continued central bank asset purchases. 
 
Vaccine roll outs are well under way and the UK is at the forefront in distributing the vaccine. However, 
this is still a massive undertaking, which is expected to take several more months. 
 
The world reached a psychologically momentous occasion on 3rd February 2021, when the number of 
people vaccinated against Covid-19 exceeded the number of confirmed cases according to the 
Financial Times vaccine tracker. 
 
The vaccine has raised hopes of a turnaround in the pandemic but renewed waves and new variants 
of the virus pose concerns for the outlook. Amid exceptional uncertainty, the global economy is 
projected to grow 5.5% in 2021 and 4.2% in 2022. The projected growth recovery this year follows a 
severe collapse in 2020, with the global growth contraction estimated at -3.5%. 
 
The strength of the recovery is expected to vary significantly across countries, depending on each 
country’s access to medical interventions, infrastructure and effectiveness of policy support. 
 
Let’s now take our regular look at what we’ve seen in the recent global economy, and what this could 
mean for the months ahead.    

We’re experts, with many 
years of experience in 

analysing fund and 
market data 

 
We regularly review 

market trends and fund 
performance, to make 

sure your adviser is best 
placed to advise you 

when they review your 
investment portfolio 

 
In this newsletter, we’ll 

share our thoughts on the 
recent global economy, 
the effect on investment 

markets, and what we 
might expect to see in the 

coming months 
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United Kingdom        
 

There’s been a strong start to the vaccination rollout within the UK which strengthens our expectation 
for an economic rebound in the second and third quarters, and for full year 2021 growth of around 
4.5%. However, we anticipate a first-quarter contraction in Gross Domestic Product (GDP) to be larger 
than that in the euro area, given the strong lockdown measures currently in place to contain Covid-19.  

Monday 22nd February 2021 saw Prime Minister Boris Johnson announce a detailed roadmap outlining 
the framework of dates triggering the gradual releasing of restrictions between now and the summer.  

The UK could potentially escape a technical “double-dip” recession, as a preliminary estimate of fourth-
quarter GDP came at a positive seasonally adjusted 1% compared with the third quarter. The decline 
for all of 2020 stood at a record negative 9.9%. We believe the gain in the fourth quarter in part reflects 
businesses and consumers becoming more resilient to Covid-19 containment measures and adjusting 
their behaviour. 

The Bank of England (BoE) avoided negative interest rates and maintained its bank rate at 0.1% at its 
February Monetary Policy Committee meeting and also left its UK government-bond purchase 
programme unchanged at a target of £875 billion.  

Bank of England may use negative rates as part of its monetary policy to help the economy recover 
from Covid-19 and has been gathering evidence from banks as to whether negative interest rates could 
work in the UK and examining how the policy has been used in other countries. 

Negative rates could affect rates linked to mortgages, credit cards and personal loans. However, retail 
investors shouldn’t expect to pay interest on the cash they’re holding in bank savings accounts as this 
hasn’t happened in Switzerland, which currently has negative interest rates. 

We don’t expect the Bank of England to cut interest rates into the negative territory in the near to 
medium term, unless economic recovery is substantially weaker than expected due to negative virus-
related developments. 

We’ve shown the performance of the UK Stocks over the last 12 months below. 
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With Brexit uncertainty finally being put to rest, what does the Brexit deal cover? 

The United Kingdom and European Union agreed a deal on 24th December 2020 which guarantees 
trade between them will continue free from tariffs and quotas. 

The EU preserved the integrity of the single market and the UK ensuring tariff-free and quota-free 
goods trade.  

For goods sectors, the deal is far better than the alternative of World Trade Organisation (WTO) terms, 
although trade will still face significant non-tariff barriers, such as delays at the border. 

The deal is less comprehensive on services sectors (which make up about 80% of the UK economy), 
with only loose commitments on market access and no equivalence for financial services.  

Both sides are aiming to agree a Memorandum of Understanding for the financial sector, but it’s unclear 
whether this will substantially change the existing deal. 

What are the implications for the UK economy? 

Compared to the alternative of the transition period ending with no deal being reached, the deal is a 
clear positive for the UK economy.  

For context, the UK Office for Budget Responsibility’s November forecast pencilled in a 2% reduction 
in UK real GDP for 2021 in the event of no deal.  

The government will hope a reduction in Brexit-related uncertainty will boost UK business investment. 
Over the medium term, the economic impact will in part be determined by the extent to which the UK 
government decides to diverge from EU regulation.  

The more the UK looks to forge its own regulatory path, the greater the reduction in EU market access 
that will likely follow. The deal may also evolve going forward, with a review of the full agreement 
scheduled every five years. (Brexit will be back on the agenda when the next UK general election 
comes around). 
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Budget 2021 Overview 

Below is a summary of some of the key points relating to pensions and investments announced by the 
Chancellor of the Exchequer in the Budget on 3rd March. 

Income tax 

There are no changes to the income tax rates. The Personal Allowance will rise in line with the 
September Consumer Price Index (CPI) figure to £12,570 for 2021/22 then be frozen at this level until 
5th April 2026.  

The higher rate threshold for English, Welsh and Northern Irish taxpayers will increase to £50,270. 
These will then be frozen at this level until 5th April 2026. 

National Insurance 

There are no changes to the previously announced National Insurance rates for tax year 2021/22. The 
National Insurance contributions Upper Earnings Limit and Upper Profits Limit will remain in line with 
the higher-rate threshold of £50,270. 

Capital Gains Tax (CGT) 

There are no changes to CGT rates. The individual CGT annual exemption remains frozen at £12,300 
until 5th April 2026 and the trust annual exemption will continue to be £6,150. 

ISA thresholds 

The ISA threshold remains at £20,000 for 2021/22 and the Junior ISA limit continues to be £9,000. 

Inheritance tax 

The basic nil rate band will remain frozen at £325,000 until 5th April 2026 and the residence nil-rate 
band will also be fixed at £175,000 until 5th April 2026. 

Lifetime allowance 

The lifetime allowance, the maximum amount of benefits an individual can take from their pension 
savings before they incur a tax charge remains fixed at £1,073,100 until 5th April 2026. 

Mortgage Guarantee Scheme 

From April 2021, borrowers will be able to secure a mortgage up to £600,000 with a 5% deposit. This 
will apply to new mortgages up to 31st December 2022. There will be the option to fix the mortgage for 
at least five years. 
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United States        
 
Following more than two months of Donald Trump refusing to accept the outcome of the US election, 
President Joe Biden and the Democrats formally took control of the White House, Senate and House 
of Representatives in January 2021.  

President Biden got off to a quick start by signing a series of executive orders aimed at regaining control 
of the pandemic and re-entering the Paris agreement. 

Shortly after President Biden’s inauguration, he unveiled a $1.9 trillion (£1.4 trillion) recovery plan from 
the pandemic which is subject to being passed by Congress. The bill has now been approved in the 
House of Representatives but the bill must now go to the evenly divided Senate. The package seeks 
to boost vaccinations and testing, and stabilise the economy. 

The US economy is estimated to have grown by 4% in the final three months of 2020 according to the 
advance estimate of the US Bureau of Economic Analysis (BEA). Real Gross Domestic Product (GDP) 
declined 3.2% for the whole of 2020. 

With recent daily vaccinations approaching 1.61 million in the United States, supports our view that 
economic activity will pick up significantly in the second half of the year. 

The outlook for US GDP growth is above 5% in 2021. With additional fiscal stimulus and the distribution 
of vaccines in 2021 could potentially increase this further. 

The US Federal Open Market Committee voted on 27th January 2021 to leave the target range for its 
federal funds rate unchanged at 0%–0.25% and its bond-buying programme unchanged. 

The unemployment rate in the United States fell to 6.3% in January from 6.7% in December 2020. 

Below we’ve shown the performance of North American stocks over the last 12 months. 
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China          
 
Supported by a recovery in demand in both domestic and external markets, China’s economic growth 
kept accelerating in the fourth quarter of 2020. 

As domestic activity has resumed, the hard-hit service sector has caught up with industrial sectors, 
which were the early leaders of the recovery. 

Trade normalisation and strong demand for health care equipment and work-from-home technology 
has also supported growth in China. Chinese manufacturers have been able to gain market share as 
international competitors have been hampered by lockdowns and supply chain disruptions. 

However, recent Covid-19 outbreaks and regional lockdowns are likely to leave Gross Domestic 
Product (GDP) growth in China below its potential in the first quarter. Nonetheless, we fully expect the 
fall in consumption demand to quickly recover in the second quarter, with the offsetting effects leaving 
our full-year outlook for China’s growth around 8.1%.  

Regional lockdowns and travel restrictions occurred during China’s Lunar New Year celebrations. This 
may in fact soften the impact on the economy as fewer workers travel to be with family, thus allowing 
businesses to resume operations earlier after a holiday break.  

China’s economy grew by 2.3% in 2020, according to China’s National Bureau of Statistics. China, 
whose fourth-quarter GDP growth came in at 6.5% compared with the year-earlier quarter, also 
becomes the first major economy to reach its pre-pandemic trend. 

We’ve shown the performance of China stocks over the last 12 months below. 
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Europe          
 
The Covid-19 pandemic may actually enhance returns on investment for European companies.  

Corporate companies and businesses are now taking a different aspect on their operations and costs 
bases. For those that adapt new operating procedures are likely to see improved future returns, while 
those that do not could lag. 

Rising government debt to Gross Domestic Product (GDP) ratios and the uncertainty over future 
monetary policies are the major risks to the fragile recovery over the coming year. 

GDP fell by 0.6% in the fourth quarter in the euro area compared with the third quarter on a seasonally 
adjusted basis. We anticipate a decline in GDP of a similar magnitude in the first quarter of 2021, 
suggesting the region will slip into a technical “double-dip” recession.  

A somewhat slow rollout of vaccine distribution and fears of mutant Covid-19 strains heighten Europe’s 
downside risks. Nonetheless, we predict economic growth accelerating in Europe later in the year and 
the latest forecast from the International Monetary Fund (IMF) projected a full year growth of around 
5% and a return to a pre-pandemic GDP level by the end of the year. 

The European Central Bank (ECB) left its main deposit rate unchanged at a negative 0.50% at its 
January policy meeting. The European Central Bank expanded its Pandemic Emergency Purchase 
Programme (PEPP) by €500 billion to a total of €1.85 trillion and extended the PEPP’s window of asset 
purchases until at least the end of March 2022. We expect the European Central Bank to keep 
monetary conditions highly accommodative, with the deposit rate below zero for at least the next 
12 months. 

Euro area annual inflation stable at 0.9% in February 2021. The figure was higher than expected and 
up from a negative 0.3% in December, which had been a fifth straight month of decline. We expect 
core inflation to rise towards 1.5% by the end of the year. 

We’ve shown the performance of European stocks over the last 12 months below. 
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Japan          
 

Japan's economy surged in the fourth quarter of 2020, after news broke about the effectiveness of 
several Covid-19 vaccines, however it wasn’t enough to keep the country from negative growth for 
the year.  

The second half of Japan’s fiscal year points to a potential recovery in foreign demand for Japanese 
products despite a subdued outlook for domestic consumption. 

Stronger economic growth globally in the third and fourth quarters also helped Japanese businesses 
sell more of their products overseas. But growth is still fragile, and could be hindered by restrictions 
aimed at limiting another wave of Covid-19.  

In December, the government announced a further 73.6 trillion yen ($708 billion; £530billion) stimulus 
package to stimulate the economy and help the recovery. This has taken Japan's total stimulus 
spending to around $3 trillion. 

Overall, we anticipate that the Japanese market will perform in line with corporate profits and could 
surprise on the upside in the second half of the fiscal year. 

Below we’ve shown the performance of Japanese stocks over the last 12 months. 
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Emerging Markets 
 
The recovery in emerging markets equities that began early 2020 progressed further in the fourth 
quarter thanks to Covid-19 vaccine breakthroughs and the US election outcome.  

We expect that emerging markets economies will benefit further as the vaccine is distributed in 
developed markets during the first half of 2021 and in emerging markets later in 2021 and 2022. 

The success of the vaccine distribution will be the overriding factor for a return to growth in emerging 
markets in 2021. 

Vaccine distribution in emerging markets could be delayed due to certain constraints, such as; transport 
infrastructure, costs of cold storage and a limited number of professionals to administer the vaccine. 

However, even if the vaccine distribution takes longer than expected in emerging markets, we believe 
the outlook is still positive. The reopening of developed economies during the first half of 2021 is likely 
to trigger a global economic rebound that could benefit emerging markets.  

The effects of job losses and fiscal deficits due to the pandemic in some developed markets, may be 
felt for years to come. However, for emerging markets economies, we do not expect the pandemic to 
greatly affect the long term growth.  

The latest forecast from the International Monetary Fund (IMF) projected a 6% growth for emerging 
markets and 3% growth for developed markets in 2021, with the growth gap only widening going 
forward. We believe emerging markets will not only recover in 2021 but also realise a higher growth 
potential in the years ahead. 

Below shows the performance of emerging markets stocks over the last 12 months. 
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How diversification can help protect your portfolio 
 
One of the most important steps to help protect your portfolio in managing investment risk, is by 
spreading your investment across different asset classes, global regions, sectors and investment 
funds. This is known as diversifying your assets, and can help mitigate the risk and volatility in your 
investment portfolio. 

A diversified portfolio can limit the impact of whatever sharp ups and downs may be driven by daily 
news. Even if one industry sector or region experiences a fall, a diversified portfolio is likely to also be 
invested in sectors and regions that are on the up, smoothing out the overall impact.  

One of the benefits of using either a Hoyl Model Portfolio investment strategy, or an investment strategy 
offered by one of the Discretionary Fund Managers we work closely with, is that these are diversified 
across a number of asset classes, global regions, sectors and investment funds, helping manage the 
risk to the money you have invested.  

Please remember though, diversification doesn’t ensure a profit or guarantee against a loss. 

Our outlook for the coming months 
 
We remain cautiously optimistic. Financial markets have reacted positively, thanks to the rapid 
vaccination rollout bringing the expectation of an end to the pandemic. However, new and 
unpredictable mutations of the virus remain a potential risk. 

Governments and Central Banks remain focussed on a mix of pandemic control and financial support 
measures and will continue to support economies. We believe this will be positive for stock markets. 

The worldwide vaccination effort and Government financial support packages may allow economies to 
begin returning to some sense of normality later in the year. Shares have seen strong growth recently, 
but we believe there will be further growth to come.  
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Hoyl Model Portfolios 
 
We keep a degree of caution when selecting funds for our model portfolios. We only focus on investing 
in funds we believe are the ‘best of breed’, which invest in companies with strong balance sheets, 
which are better positioned to cope in this challenging economic environment. 

Below you’ll see a performance comparison chart showing our latest Model Portfolio investment 
strategies over the past year and past 3 years. 

Standard Model Portfolios 
 
1 Year Historic Performance Comparison 

 
 
3 Years Historic Performance Comparison 
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Premier Model Portfolios 
 
1 Year Historic Performance Comparison 

 
 
3 Years Historic Performance Comparison 
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Ethical Model Portfolios 
 
1 Year Historic Performance Comparison 

 
 
3 Years Historic Performance Comparison 

 
 
 
As always, please remember that while these charts don’t take into consideration the effect of plan 
charges, they do clearly show the importance of remaining invested when there’s a downturn.  
 
Past performance is of course no guarantee as to what may happen in the future. 
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Thank you 
 
We really appreciate you as a client, and the trust you’ve placed in us to help look after your 
investments for you, so we hope you find the information we’ve provided helpful. 

Of course, you’re always welcome to get in touch with your adviser if you have any questions, would 
like to know more, or need to discuss any financial matter.  

While Covid-19 continues to affect nearly all aspects of both our personal lives, and finances, please 
do remember that we’re always here to help and support you in any way possible.     

Please remember to speak to your adviser if your own personal or financial situation changes. They’re 
always pleased to help you.  

Thank you again, and we wish you and your loved ones all the best for the months ahead.     

 
 
 
 
 
 
 
DISCLAIMER  
The value of investments can go down as well as up especially over the short term and you may get back less than the 
amount you invest. Past performance is not necessarily a guide to future returns. The information provided above is for 
information only should not be interpreted as investment advice. If you would like personalised advice, or you wish to discuss 
the contents of this review please contact your Hoyl Adviser on 01263 513 016.  
 
The contents of this review are the thoughts, comments and observations of the Hoyl investment Committee on 11th February 
2021 based on information obtained from sources including: FE Analytics, J. P. Morgan, Aegon, International Monetary Fund, 
Office for National Statistics, Vanguard, Lazard Asset Management, Santander Asset Management and US Bureau of Labor 
Statistics. We take no responsibility for the accuracy or reliability of the content.  
 
Hoyl Independent Advisers Ltd is authorised and regulated by the Financial Conduct Authority (FCA)  
Our Financial Services Register number is 433927. This can be checked by referring to the Financial Services Register 
https://register.fca.org.uk/  
 
Company Number 05343956 Registered in England  
This can be checked at the Companies House Web Site https://beta.companieshouse.gov.uk/ 

You can contact your dedicated adviser on 01263 510 782  
e-mail support@hoyl.co.uk or visit hoyl.co.uk 

Or write to us at PO Box 46, CROMER, Norfolk, NR27 9WX 


